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Farm Credit Administration § 614.4120 

banks may be made to eligible domes-
tic parties domiciled within any terri-
tory that may be served by Farm Cred-
it institutions under section 1.2 of the 
Act and to eligible foreign parties 
without regard to domicile. 

[55 FR 24882, June 19, 1990]

Subpart C—Bank/Association 
Lending Relationship

§ 614.4100 Policies governing lending 
through Federal land bank associa-
tions. 

(a) Farm Credit Banks and agricul-
tural credit banks may delegate au-
thority to make credit decisions to 
Federal land bank associations that 
demonstrate the ability to extend and 
administer credit soundly, provided the 
association develops, implements and 
maintains adequate credit administra-
tion guidelines, standards, and prac-
tices. 

(b) The board of directors of each 
Farm Credit Bank and each agricul-
tural credit bank lending through Fed-
eral land bank associations shall adopt 
policies and procedures governing the 
exercise of statutory and delegated au-
thorities by such associations. Policies 
governing the delegated authorities 
shall: 

(1) Define authorities to be delegated; 
(2) Require the documented evalua-

tion of the capability and responsi-
bility of individuals exercising dele-
gated authorities; 

(3) Provide for reporting of actions 
taken under delegated authority to the 
delegating bank; 

(4) Provide procedures for periodic re-
view and enforcement; 

(5) Provide for withdrawal of author-
ity where appropriate; and 

(6) Where redelegation from the asso-
ciation’s board to association employ-
ees is authorized, require similar con-
trol measures to be used. 

[55 FR 24883, June 19, 1990]

§ 614.4110 Transfer of direct lending 
authority to Federal land bank as-
sociations and agricultural credit 
associations. 

(a) Upon the transfer of authority to 
make and participate in long-term ag-
ricultural real estate mortgage loans 

by a Farm Credit Bank or agricultural 
credit bank to a Federal land bank as-
sociation pursuant to section 7.6(a) of 
the Act and subpart E of part 611 of 
these regulations, the association shall 
be designated a Federal land credit as-
sociation and shall have the powers set 
forth in § 614.4030. 

(b) Upon the transfer of the authority 
to make and participate in long-term 
real estate loans by a Farm Credit 
Bank or agricultural credit bank to an 
agricultural credit association pursu-
ant to section 7.6(d) of the Act, the as-
sociation shall have all of the powers 
set forth in §614.4050. 

(c) An association to which such 
long-term lending authority is to be 
transferred shall have in place, prior to 
the transfer, policies and procedures 
guiding the extension and administra-
tion of credit within its territory. 

[55 FR 24883, June 19, 1990]

§ 614.4120 Policies governing exten-
sions of credit to direct lender asso-
ciations and OFIs. 

The board of directors of each Farm 
Credit Bank and agricultural credit 
bank shall adopt policies and proce-
dures governing the making of direct 
loans to and the discounting of loans 
for direct lender associations and OFIs. 
The policies and procedures shall pre-
scribe lending policies and loan under-
writing standards that are consistent 
with sound financial and credit prac-
tices. The policies shall require a peri-
odic review of the lending relationship 
with each direct lender association and 
OFI at intervals consistent with the 
term of the general financing agree-
ment but in no case longer than 5 
years. The policies shall require an 
evaluation of the creditworthiness of a 
direct lender association on the basis 
of credit factors and lending policies 
and loan underwriting standards set 
forth in part 614, subpart D, and may 
permit lending to such an institution 
on an unsecured basis only if the over-
all condition of the institution war-
rants. The stated term of a general fi-
nancing agreement shall not exceed 5 
years but may be automatically renew-
able for additional terms not to exceed 
5 years if neither party objects at the 
time of renewal. The term of any gen-
eral financing agreement that provides 
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for unsecured lending to a direct lender 
association shall not exceed 1 year and 
may not be automatically renewed. 

[63 FR 5724, Feb. 4, 1998]

§ 614.4125 Funding and discount rela-
tionships between Farm Credit 
Banks or agricultural credit banks 
and direct lender associations. 

(a) A Farm Credit Bank or agricul-
tural credit bank shall not advance 
funds to, or discount loans for, any di-
rect lender association except pursuant 
to a general financing agreement. 

(b) The Farm Credit Bank or agricul-
tural credit bank shall deliver a copy 
of the executed general financing 
agreement and all related documents, 
such as a promissory note or security 
agreement, and all amendments of any 
of these documents, within 10 business 
days after any such document or 
amendment is executed, to the Chief 
Examiner, Farm Credit Administra-
tion, or to the Farm Credit Adminis-
tration office that the Chief Examiner 
designates. 

(c) The general financing agreement 
shall address only those matters that 
are reasonably related to the debtor/
creditor relationship between the Farm 
Credit Bank or agricultural credit 
bank and the direct lender association. 

(d) The total credit extended to a di-
rect lender association, through direct 
loan or discounts, shall be consistent 
with the Farm Credit Bank’s or agri-
cultural credit bank’s lending policies 
and loan underwriting standards and 
the creditworthiness of the direct lend-
er association. The general financing 
agreement or promissory note shall es-
tablish a maximum credit limit deter-
mined by objective standards as estab-
lished by the Farm Credit Bank or ag-
ricultural credit bank. 

(e) A Farm Credit Bank or agricul-
tural credit bank that provides notice 
to a direct lender association that it is 
in material default of any covenant, 
term, or condition of the general fi-
nancing agreement, promissory note, 
security agreement, or other related 
documents simultaneously shall pro-
vide written notification to the Chief 
Examiner, Farm Credit Administra-
tion, or to the Farm Credit Adminis-
tration office that the Chief Examiner 
designates and the Director, Risk Man-

agement, Farm Credit System Insur-
ance Corporation. 

(f) A direct lender association shall 
provide written notification to the 
Chief Examiner, Farm Credit Adminis-
tration, or to the Farm Credit Admin-
istration office that the Chief Exam-
iner designates, and the Director, Risk 
Management, Farm Credit System In-
surance Corporation immediately upon 
receipt of a notice that it is in material 
default under any general financing 
agreement, loan agreement, promis-
sory note, security agreement, or other 
related documents with a Farm Credit 
Bank, agricultural credit bank or non-
Farm Credit institution. 

(g) A Farm Credit Bank or agricul-
tural credit bank shall obtain prior 
written consent of the Farm Credit Ad-
ministration before it takes any action 
that leads to or could lead to the liq-
uidation of a direct lender association. 

(h) No direct lender association shall 
obtain financing from any party unless 
the parties agree to the requirements 
of this paragraph. No Farm Credit 
Bank, agricultural credit bank, or 
other party shall petition any Federal 
or State court to appoint a conser-
vator, receiver, liquidation agent, or 
other administrator to manage the af-
fairs of or liquidate a direct lender as-
sociation. 

[63 FR 5724, Feb. 4, 1998]

§ 614.4130 Funding and discount rela-
tionships between Farm Credit 
Banks or agricultural credit banks 
and OFIs. 

(a) A Farm Credit Bank or agricul-
tural credit bank shall not advance 
funds to, or discount loans for, an OFI, 
as defined in § 611.1205 of this chapter, 
except pursuant to a general financing 
agreement. 

(b) The Farm Credit Bank or agricul-
tural credit bank shall deliver a copy 
of the executed general financing 
agreement and all related documents, 
such as a promissory note or security 
agreement, and all amendments of any 
of these documents, within 10 business 
days after any such document or 
amendment is executed, to the Chief 
Examiner, Farm Credit Administra-
tion, or to the Farm Credit Adminis-
tration office that the Chief Examiner 
designates. 
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